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Zabreduction 

The retail food industry today is an excellent example 
of the dynamic character that typifies modern American busi- 
ness. The changes that have come about in this industry 
stagger the imagination shen one considers the short period 
of time in which they have been ecoompl ished. 

A case in point is the rapid change in the size of the 
retail food outletse. Dollar sales per food store in Ohio 
rose from $24,676.00 in 1929 to $116,646.00 in 1954, an in- 


Crease of 368.48 percent.+ By the same token, the total 
number of food stores in Ohio decreased from 27,641 in 1929 


to 19,652 in 1954, a decrease of 29.18 percent; * and the 
veotal sales for retail food stores inoreased from $687,639, - 


600.00 in 1929 to $2, 313,717,000.00 in 1954, an increase of 
236.47 percent.* Also the number of families per food store 
has doubled from 1929 to 1954. 

In contrast, the dollar sales per store for all retail 
stores increased from §35,299.00 in 1929 to $110,709.00 in 
19545- an increase of 213.63 percent, not nearly as great as 
the increase for food stores during the game time period. 
The total number of all retail stores actually increased 
from 80,155 in 1929 to 66,681 in 1954,° a jump of 4.29 per- 
Cent af opposed to the decrease of 29.16 percent in the 
number of retail food etores. In addition the total doller 


dl. 8ee Table 28. 
2. Bee Table il. 
3S. 6ee Table 3. 
4 6ee Table 4. 
5S. Seo Table 3. 
6. See Table l. 


AY 


=2- 
sales for all retail sales rose from $2,629, 354,000.00 in 
1929 to $9,618,537,000.00 in 1954’- an increase of 239.96 
percent, practically the same as the gain in retail feod 
store sales. The gain in families per store for all retail 
stores was only 50 percent, ° $1 percent lees than that for 
food stores. 

To add to the previous data, consideration should be 
given to the following taformation: (1) food store sales 
expressed a8 a percentage of all retail store sales have 
remained constant from 1929 to 1954 at approximately 24 per- 
cent,” (2) food store numbers expressed as a percentage of 
total reteil store numbers has decreased from 37.46 in 1929 
to 22.85 percent in 1954.29 


7. See Table 3. 
6. See Table 4. 
9. See Table 3. 
1. See Table il. 
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Table I 


Totel Number of All Retail Stores and Retail Food 
Stores and Number of Food Stores sxpressed as a 
Percentage of the Number of All Retail Stores and 
Figures Expressed as a Percent of 1929 Figures, 
Ohio, Selected Periods, 1929 to 1954 


1929 = 100 
Oe Of Foo 


Stores &x- 
Yoar No.of All Percent Humber Percent pressed As A 
Retail of of Food of Percentage of 
Stores 1929 Stores 1929 All 
Retail Stores 
1929 60,155 100.00 27.641 100.00 34.46 
1939 95,041 116.08 2,612 107.13 31.83 
1948 87,066 108.62 24,894 90,06 28 59 
1954 686,861 108.39 19,852 71.62 22.85 


5. Census © r 
1929, 1959, 1946, 1954 


Table II 
Dollar Sales Per Store for All Food Stores and for 
All Retail Stores and Figures Expressed as a Percentage 
of 1929 Figures, Chico, Selected Periods, 1929 to 1954 


ar 

Sales Per Percent Dollar Sales Percent 
Year Store For of Per Store ° 

All Retail 1929 For All Food 1929 

Stores Stores 

1929 3 35, 299 100.00 ¢ 24,876 100.00 
1939 26, 239 74.33 20, 568 62.68 
1948 84, 655 239.91 72,963 293.28 


° r 
1929, 1939, 1948, 1984 


a 
Table III 


Totel Dollar Sales of All Aetail Stores, end Total 
Dollar Salea of All Food Stores, and Figures sxpresed 
as a Percentage of 1929 Figures, and Total Doller 
Galea of All Food Stores Expressed as a Percentage 

of the Dollar Sales of All Retail Stores, Ohio, 
Selected Periods, 1929 to 1954 


Total Dollar Percent Total Dollar Percent Doller Sales 
Sales of All of Seles of All of of Food Sora 


Year Retail 1929 Food 1929 Sxpressed as 

Stores Stores & Percentage 

of Dollar 

Sales of All 

Retail Stores 
1929 $2,629,554,000 100,00 $687,639,660 100.00 24.80 
1939 2,441,295,000 86.28 609,065,000 66.57 24.95 
1948 7,373,173,000 260.60 1616,344,000 264.14 24.63 
1954 9,618,537,000 339.96 2313,717,000 336.47 24.05 


Source: U.s. Census of A tail Trade 


e 
1929, 1939, 1948, 1954, 


Table Iv 


Wumber of Families Per Store For All Food stores 
and All Retail Stores and Figures 2xpressed as a 
Percentage of 1939 Figures, Selected Perlods, 1939 


to 1954 
1939 = 
2 o ami- e OF Frani- ercen 
lies Per Percent lies rer of 
Year Store For or Store For 1939 
All Retail 1939 412 Retail 
Stores Stores 
LLC te tp ee 
: 1939 20 100.00 64 100.00 
1946 27 135.00 94 146.86 
1954 30 150.00 129 201.56 


Souroe: 0.6. Census T Hetail Trade 


° 
1939, 1948, 1954. 
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In addition to these figures, consideration should be 
given to the rise of the supermarket in conjunction with our > 
discussion of the repid rise in size of the reteil food 
Store. Since its advent in the early 1930's, the depression 
born eupermarket has grown very rapidly from 19.4 percent of 
total retail grocery store sales in 1939 to 52.3 percent in 
195412 white the number of supermarkets expressed aa a per- 
centage of all grocery stores was 3.2 in 1948 and only 5.0 
ia 1954.22 Thus, egain it is found that the superaarkets, 
defined by the Supermarket Institute as %9 departmentaliced 
retail establishment having four basic food departments ~- 
self-service grocery, meate, produce, and dairy and other 
departments, with a combined minimum seles of 35000, 000.06 
annually", hes grown tremendously in sales volume while 
Cemaining relatively constant in numbers. 

All of the preceding information points to the single 
fact that the average food retailer is Gesling with a auch 
larger business than he did in 1929. when the addition to 
this of the guoh keener competition among food retailers and 
the ever-clsing costes of operstion ie made, there is a 
grecter need tian ever before for the food retailer to obtain 
.€8 much pertinent information oe frequently as is econoni- 


cally possible about hie business. 


ll. Source: Super Karket Institute 
Lz, Ibid. 
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for these reasons attention was drawn toward the 
record keeping operation in the retail food stores in the 
state. The rest of this thesis will present whet the 
resulte of the pilot study were and geome of our feolings as 
to what the food retailers of the atate should do to help 
improve the situation. 

Purposes and Objectives 

Due to the fact that food merchandiging activities are 
just being started in the state, it was felt that there was 
a lack of basic data concerning the situation in retail 
grocery stores in this area. Also, a clear picture of the 
exact needs and probleme of these grocers is needed. Thus, 
since the primary task of research in this field is to help 
the food retailera in the state to isolate and solve their 
problems, a case study of selected food stores to collect 
the needed material concerning some of their problems has 
been set out upon. 

From this data and the results of its analysis educa- 
tional programs along this iine sill be formed. Then, later 
on in the study, an analysie of these educational methods 
end an evaluation of their effectiveness in assisting the 
food retallers with their problems will be made. 

The objectives of this study are outlined ae follows: 


1. To find out what kind of records are being kept in 
the stores in the study. 


& To find out how the analysis of these record hay 
Systems io used in planning future improvemento 


a 
and correcting weaknesses in the various etores. 
3. To develop a set of principles of good record keeping 
from the information collected in this study and 
from Te accounting form for the retailers to 


use ina fef, but critical analysis of their store 
reoords. 


Methodology 

Semple. The sample in this study is coaprised of eight 
independent retail food stores. Four of these stores ore 
located in Marion, Chio, and vicinity, end the other four in 
Colusbus, Chio. The four storee in Karion and vicinity are 
doing not in excess of $250,000.00 in annual gross saiga; 
while the Columbue stores are doing between $550,000.90 and 
$1, 500,000.00 in annual gross sales. There ia no signifi- 
cance in these levels of dollar sales. These are merely 
arbitrary limits oct up by existing conditions. 

The sample will contain considerable bias in that these 
retailers are cvnsidered to be progressive businessmen and 
thetr records in some cases may show up in the analysis to 
be better than the national averages. However, when one 
cunsiders that the case study approach was used sith the 
primary purpoee of enalygzing the situation in search of 
principles of good record Keeping rather than merely des - 
cribing it ae the survey type of study tenda to do, it is 
plain that this bias loses most of ite ieportance. 

The following conditions tended to limit the sise of the 
wagple to eight stores: (1) Lack of funds for a larger 


study (2) Lack of personnel to do an adequate job on a larger 
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study (3) The similarity between the saethoda of operation in 
retail food stores that would meke unnecesaary a lergor 
sample at this stage of analysis of the problea. 

Another bias that sey enter here is the serection of 
stores that would cooperate fully in the etudy. This sas 
done because in order to do a complete job of analysis of the 
record keeping syatem complete knowledge of the entire store 
operations wae necessary. The similarity of other store 
operations enters here to remove the atrength of this bias. 
Interviews 

Three interviews wore made to collect the data needed 
for this study. The first was an interview with the store 
owners with an attempt made to get data concerning the 
@anagement practices in the store and additional information 
LO eupplement the data taken from the atore records. The 
second interview wes with the department managers, in the 
four stores where they are employed, with the purpose of 
fiading out how the store and department records ere used in 
daily operation of the etore. The third interview was cade 
to measure the physical faciiities of the store and to 

eketeh « floor plan. 

On any one of theee three interviews the store records 
for the year 1955 and 195¢6-to-date were procured from the 
etore owners. Also additional visite sere made to the 
etores whenever it wae necessary to clear up an difficul- 


ties that hed arisen. 
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Records 

aAftor the records had been collected, data were taken 
from thes to be used in the anelyeis of the business opera- 
tion. Also an appraisal was made of the record Keeping 
syetem and its place in the operation and growth of the 
etore. 

The emphasise that was put on the collection of data sas 
not on the dollar figures themselves, but on the comparisons 
thet will be drewn from these date in the analysis and the 
use of thie analysis in finding the weaknesses and strengtho 
of the businesses. Our interest is not in finding out the 
dollar figures that make up ali of the various items on the 
reoords. It 4 in seeing if these figures ere in line with 
netional «end local averages. 


Description of the Record Keeping Syetes 
In this section, a general description of the record 


Keeping systems was wade. Included with the description 
will be any unuaual conditions in the atore that would tend 
to heve an effect on the records. Also a brief discussion 
of how the records are used by the store osnera in their 


busiuess is given. 


analysis 
The analysia of the various record keeping syotecs will 


be made from two different approaches. The first appreech 


will be to set up a standard thet is considered to contain 
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all the tools neceseary for a good job of analysis and con~ 
pare the record keeping system of the stores in the sample 
to it and see where their weaknesses and atrengths are. The 
aecond epproach will be to place the stores in teo groups of 
coaperable sige and see where the stores stand in relation 
to gach other end to national averages. The first part of 
the analysie deals primarily with the form of the systen, 
while the second part ie mainly «@ figure analysis. It may be 
well to point out here that this analysis of record Keeping 
systems does not decl with the method of daily collection 
of date for the various categories. The point of view used 
in thie thesis is to look at how the dutea are handled, hou 
often it is collected, and how it is used in looking into 


the future to help ieprove store operations. 


elle 


Part I - Description of Records Kept in the Stores and their 
use in ctore Operation 


In deseribing the record systems and their uses in the 
verious stores, the identity of the storas will not be 
revealed for rather obvious reasons. The stores will be 
named stores A through H in order to give them identity for 
the reader of this thesia. 

The purpose of this deseription is to show the mechanics 
of the record keeping operations in the various stores and tw 
get the reader to see the peculiarities in each situation 
that may have an effect on the way that the individual store 
owners handle their record keeping operations. It is hoped 
also to show the strong and week points of the various recor 
keeping systeme and lastly to set the stage to move into the 
record analysis seotion of the thesis. In conjunction with 
this last etep, the framework will be set up for applying the 
analysis and meving into the conclusion and recommendation 


soction. 


Store A 

Store A ie the ssallest store in the sample, both in 
ealee ares and in annual gross sales. The store area in 
square feet ia S00 ond the total grous sales tor 1955 was a 
little in exeess of $65,000.00. 

In conjunction with emall aize and sales volume, there 


is another pecvlerity that has a great deal of influence on 
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the entire operation of the store, This factor is a rather 
iatengible one and oan be described only as the individual 
store omer's philosophy on grocery store operation. This 
philosophy is partially a static one and partially a very 
dynamic one. The static part of the philosophy comes in not 
desiring to grow beyond a limit in physical size sco that the 
store owner can Keep a close watch over the business at all 
times. In other words, the store owner doesn’t want to leave 
hie present facilities or neightorhood. However, in direct 
contrast, the stere uwaer end his heipers have done and will 
continue to do all that they can to get the maximus sales our 
of the present facilities. The store owner feels thet he has 
done a good job «ith what he has and doesn't desire to expand 
in the future. 

With theese factors in mind, it is not hard to reaiize 
why this particuler store owner keeps just enough records to 
setisfy the government for tax purposes. His formal records 
are kept on two sheets of a looseleaf notebook; and all his 
invoices are stored in a box at homo. The reat of tho buai- 
nese is carried on on a cash basis or is kept in the mind of 
the owner. The store ewner has 4 good idea of the dollar 
volume of his sales and expenses uver the past few yeare and 
maxes mental compserisons «hen he figures out nis income taxe 

at the end of the year. 

As fer as analyeie of the business from formal records 


is concerned, thie practice is almost non-existent, Noat of 
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the chenges are dene on the vasis of remembering the 
success or failure of a certain prattice and not by Keeping 
records on it. Wo calculation of ratios or cosparigon is 


done at ail. 


Store B 

Store B is considerably larger than Store A both in 
seles volume and sales area. Store B has a sales crea of 
2,200 squere feet and a gross sales for the yeer 1955 of a 
little over $152,000.00. 

Store B also has some peaularities that bear on the 
mectimnadce of the record keeping operations and their use in 
store isprvvement. The greatest of these factors is the 
lack of organization and lack of application of principles 
of good record keeping and store management. These weak 
points come not from a lack of desire to progres® on the part 
of the store owner but from a bazic lack of knowledge of 
these subjects. In other swords thia store owner actually 
doesa't know how to help bimself out of this situation, 

An additional factor to be locked on here ie thet from 
75 to 60 percent of Store b's business is done on a credit 
basis; thus making it necessary to keep ea lot of additional 
records on the credit business. 

Store B's records are kept in a series of note books and 
pads that are very complete with the dete from the daily 
transaction but love their moaning with « lack of organization 
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and overwhelming amount of detail. Salee records are not 
accurate on @ monthly basis becauee the sales are recorded 
when peid for and not when the aerchandise leaves the store. 
Cost of goods sold records are inaccurate aleo in that only 
a hasty annual inventory is taken and the cost of goods sold 
figure is not adjusted to compensate for inventory changes 
on a Gonthly basia. Sxpenses are not organized under the 
recognized accounting headings but are lieted under the 
individuals to whom the bill was paid. The completion of a 
rather confused profit and loss statement was hampered by 
errors and the lack of eome pertinent figures. 

As 1a rather obvious at this point, any critical anely- 
sie of the business from these records would be practically 
impossible, About the only thing that the etore owner does 
know 1s that his sales are up over last year. However, it 
mist be pointed out here that the oxuner of Gtore B now rea- 
liges the need for a major revision of his record Keeping 
systen. 

After @ great deal of work in organizing Store S's 
records into approves form it was very obvious that several 
toings sere erong «with the tusiness that could never be 
found ueing the Store B's existing record keeping system. 
Tasse items will be pointed out later on in the analysis 
section of the thesis. 
eLrore © 

Store © is approximately the seme cige store as Store B. 
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The sales area of Store © is 1,100 square feet and the gross 
annual sales for 1955 was a little in excess of $147,000.00. 

About the only thing to be vatched in Store C's case is 
that cresit is offered and there may be some adjustments in 
the sales figures on s monthly basis. Another fact that must 
be considered, tut only when looking at the future of the 
business, is that Store C's owner le planning te move to a 
new and larger location in the same neighbornend. 

The owner of Store GC uses the Accounting Corporation of 
Americe’s “Hail-lie-Bonday” record keeping pystem, He had 
all his records in a neat, concise folder that ie kept handy 
for reference at all times. The store omer is very fauil- 
iar with the records and can quote many of the pertinent 
figures end percentages from semory. 

The "*Mail-Be-londay” setup is e very simple and adequate 
systea for the small independent grocer to use. It is made 
up of these gain parte: the operating statement, the 
balance sheet and a detail statement - all compiled on a 
monthly basis. The operating statement is the profit and 
Ross statement, and the baiance sheet is sel f-explenatory. 
The detail statezent ie a list of all of the individual 
transactions that the business made during the month. Soth 
monthly and cumulative totals and percentegea are Galcguiated 
on the operative etatementsa. This is a great help for the 


store Ounor when it comes to record analysis. 
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One of the best features of this system io the 
“Management Guide* that is sent out periodically with the 
records. This little pamphlet contains national averages, 
percentagevise, for sales and expense items for stores of 
comparable aize. It aloo showe the store omer how to 
make the calculation of these percentages and how to compare 
his figures sith the national averages to see how his buai- 
ness is doing. Thua the store owner can quickiy and easily 
get a clear, conciee picture of his business and compare it 
to other stores of similer size. 

The atore ouner of Gtore C had very excellent records 
on all parte of his business except his sales. The only 
breakdown that he has for sales is on taxable and non-tax- 
able sales. ile says that he can't make a sales breakdorn by 
product group because of his credit business, However, he 
may be loosing sales in a particular department end not know 
about it. Ae will be seen later, thers may be a way around 
this problem, 


Store D 
Store D is of comparable size with Stores B and C with 
& sales area of 1,600 squere feet and an annual gress sales 
in excess of §1380,000.00. 
Store D has only been in operation during the lest six 
eonths of 1955 and to the present date. As is sell morn, in 
the firat year or two of operation the profit pieture is not 
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nearly as good as it is when the basiness @6ts on its feet. 
Thus, if one didn't know this fact and looked at Store D's 
recorisa he would be sure that the store sas loosing money 
aad sould be out of business in a short time. 

There are several other factore that enter in here to 
help complicate the picture. Firat, the previous manager 
did e poor job of management of the store and left the 
present manager ealth a lot of bills to pay off. Secondly, 
when the store was opensi, an extensive advertising can- 
paign wes put on that didn't give anything near the desired 
results. Lastly, the store manager, though young, full of 
ideas, und eager to learn, lacks an intimate knonledga of the 
retall food store business temporarily putting a stuabling 
block in the way of the store's progress. 

Store D's owner haw started off on the right foot in the 
record Keeping department. He hae an accountant Keeping the 
atore records and is receiving a good set of records. sales 
are broken down by product group and the rest of the operat- 
ing statement ie presented in good order. All the information 
is Kept in a master ledger and monthly profit and loss state- 
gente end balance sheets are preperad and sent to the owner, 

A problem arises here in that there is very little done 
with these statements after they are completed. This can be 
attributed mostly to the fact thet the store omer has not 
been trained in the use of record analysis in improving his 


business. 
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Starting with Store 8 and continuing through the rest of 
this preliminary discussion of the stores, it will be well 
for the reader to orient himself to stores that are larger 
in size than the first four. Aloo, our thoughts must be in 
terms of storee located in a larger metropolitan ares with 
more growth potential in the immediate surroundings. The 
factor of sige, in itself, oan bring in many complications 
Vhat the small store owner does not have to contend with. 

The firet of these complications stems from tho fact 
that in the setropolitan areas the independent store owner 
faces gore direct competition from the larger chain organi- 
gations than in the smaller communities. Thus, there is 
always a constant pressure for growth and expansion of the 
atore in order to obtain the size and purchasing power to be 
able to compete successfully with the chains. 

Secondly, consideration must be given to the high ini- 
tiel investment in stock, equipment and fixtures that the 
store owners must have in order to carry on business on such 
a large scale. In addition, it must be kept in mind that as 
the size of the store goes up there is a more than propor- 
tionate increase in expensee ratios © Keeping the profit per 
item down and creating a constant pressure for higher sales 
volume, Also, along this line, the reader auet think of the 
many extra services that are demanded by the bustle and bus- 
tle of aetropolitan life and cut still deeper into the net 
profit of the business. 
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Last, tut certainly oot least, the labor-management, 
labor-public and management-public relations fields must aot 
be forgotten. Today's higher labor bill, percentageowice 
pute even sore pressure on the atore owner. This pressure 
io toward both higher eales and more efficient utilization 
of labor in performing the store's functions. In connection 
with a disoussion of labor, the probleme of customer relation 
should be included. In 4 smaller store the store owner can 
make many more pereonal contacts than in a larger store. 
Thue the large store operator must depend on his help to 
keep up the customer good-sill of the store. This whole 
oomplicated relationship adds immensely to the problems of 
an already over-worked store operator. 

So, the reader has still another many sided complica- 
tion, that of size, to keep in mind ehile the description of 
the store record-Keeping systems is continued. 


Store g 

Store £ has a sales area of 4,000 squere feet and had a 
total gross sales in the year 1955 a littie in excess of 
9460, 000.00. 

Store £ has a rather unique seystes of operation in that 
it is operated as a corporation by two brothers. In this 
Situation the owners are actually eaployeee of the corpora- 
tien and are paid salaries. WNaturelly, the corporation 


profits are kept at as low ao level as possible to avoid the 
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double texation to which corporations are liable, There is 
also a rather unique system of rebatas paid into the corpor- 
ation by various groupe to make up vome of the profit 
picture. This all wili be explained later on in the analy- 
sis section. 

A two-fold complication peculler to Store £ is that the 
store has been in the same location for nearly fifty years 
and that the aelghborhood is msde up of an element that is 
not conducive to change. The fact of being in the sane 
location for so long a period of time establishes certain 
practices and procedures that are time-honored and hard to 
change even if new and better practices ere discovered Ww be 
more efficient. The neighborhood in itseif helps to retard 
progrese in thet it ia eo low class, mixed element and expects 
little in the way of modern euper-service techniques. This 
ie aot to say that the people of the community are backward. 
However, there is not the pressure for new things and new 
ideas thet is often times exhibited in the more progressive 
nelighborioods,. 

Store Z's record keeping system shows signs of both the 
old and new methods. A daily sork sheet ie prepared and 
daily seles records by department are kept and posted and 
monthly calculations ere made up by an accountant. Also a 
complete yearly statement is made up and presented to the 


owners. However, there is a problem that enters in here. 
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The store onaners have recently changed accountants and no- 
body seems to know just what is going on. The old accountant 
Bade a practice of not giving out information unless it vas 
asked for end then giving it up rather begrudingly. Thus, 
the store owners had very little information in formal record 
to use in analysis of the business. Now they are attempting 
to change that system; and with the help of this atudy they 
will go ahead and establish their new systen, 

The yearly statement, the only formal record that they 
had ot the tige of the interview, was o very complete state~ 
ment with percenteges calculated for all items on the profit 
and loss statement. The fault that is found here ie that 
when this statement covere an entire year there is a poesi- 
bility thet trouble in various departmonts may go unrecog-~ 
nized fer an uanessgarily long period of time and thue roally 
hurt the profit picture of the firm. In addition to this, 
inventory is not taken at frequent enough intervals to make 
the cost of goods sold figure a aeaningful one for analyelia. 

Another fact that may have bearing here is that the 
store owners do a lot of the business in their heads and 
depend a lot on experience to guide thes through a given 
situation. There is a potentiality here for the use of edu- 
cational material to supplement the practical experience to 


make bettcr decisions in the operation of the business. 
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Btore F 

Store fF has a sales crea of 2,900 equeare feet and had 
es totel gross sales for the yeor 1955 §570,000.00, 

There le very little that can be eaid concerning 
peculiarities affecting the store operation in the case of 
Store #. The one main thing that may have a tendenoy to 
cause trouble is that the business is geared oo that the 
owner has a rather tight control of all of the operation of 
the otore. This fact may tend to keep the store from running 
at full capacity. Another fact that enters in here ig that 
the store is in a rather well-to-do neighborhood and in order 
te get cuatomer satisfaction more care is needod in the 
SMall details and extra services that adds to the expense 
Bide of the ledger. 

Store #'s record keeping syatem ie very complete and 
with a fow gsodifications could be used with greet success as 
a model for other stores. Complete dally recorda are kept 
and a monthly etetement complete with ratios and percenteges 
are presented to the store owner by his accountant. Also an 
inventory is taken every two weeks in the meat and produce 
departmenté and every e1x weeks in the grocery department. 
This is u great help in keeping the coat of goods sold fig- 
ures 43 neur to being acourcte es possible. 

The store omer keeps these records available at ail 
times and is thoroughly familiar with them. He is very dili- 


geat in his etudy of the various operating ratios and reads 
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widely in the trade pubiications seeking information that 
gill help hia in improving his business. He also encourages 


his employees to do the ease. 


Store 9 

Store G has a seles area of S300 aquare feat and did a 
grose sales in the year 1955 in excess of $610,000.00 in 
eight monthe of operation. 

As ia indicated by the ebove statement, Store G has 
becon running for only a short tige. Therefore, adjustment 
must be gade in our thinking to allow for thie as was done 
for Store Db. 

A second complication that entera into the discussion 
of Store G is the ownership arrangements. Btore G is 
financed primarily by capital put up by a well-known whole- 
sealer in the area. The arrangement is very cogplicated and 
can not be gone into in this paper. tlowever, it is necessary 
to point out here thet the store muneger oan, by paying ea 
part of the profits of the business to the wholesaler, becom 
the store owner over a period of time. So, we are not deal- 
ing with the chain type of setup, just merely a modified type 
of wholesaler-sponsored ownership plan. 

The third difficulty in this case is that fact that 
originaily the etere records were kept by the eholesaler's 
accountants. Due to some tux difficulties that were very 


costly mistakes, the owner hae changed to a local accountant 


@24- 
and io not yet in e position to do a thorough job of aaaly- 
sis from the new records. In comparing some of the new 
records quite a few differences sere found that will have to 
be straightened out in the near future. 

Beth the old and new record keeping systems used by 
Store G are good ones sith the main discrepancies being in 
tex accounting and depreciation funds. The profit and losa 
statesent shows the eales and cost of goods sold broken down 
by product group and adjusted for inventory. The rest of 
the expense items vere insluded in the usual favhion sith a 
breakd2wn of wages by department included. Periodical end 
cumulative totels ond percentages were listed for easy con- 
parison. The balance sheet is presented in the reguler fore 
with on additional column for keeping track of tho payment 
of the various notes that the store owner holds with the 
wholesaler, Stockturn, average weekly sales, gross profit 
by dopertment and Fees and freight by depertsents are alec 
included on the statements. 

Although this io a very good system and one that has 
practically all of the information thet one could want, tuore 
is one serious drauback that very greatly hagpers its values. 
The statements are for perlods of varying length and thus 
the current period is not comparable with the previous or ay 
Other period because it 1a not cospose: of the same number 


of days of operation, However, the use of percentages for 
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comparison helps to ease this situation except for the 


g@asonal bulges in expenses, 


Store H 

Store 4 bes a sales area of 5,000 squore feot and did a 
gross sales in the year 1955 of a little over §1,500,00U.W0. 
40 it is plain to see, thie is the iargest store in terms of 
sales volume. 

There is very iittie unusual about Store H except that 
he has recentiy iacorporated and the owner is actuslly en 
employee of the corporation. Thus, our thinking muet be 
tempered tocerd the corporation outlook ae in the case of 
Store £. 

Another factor that we aust consider is that Store & 
is located in ea very wealthy neighborhood. In this ares he 
gan seil a lot of itesas that will bring a higher markup than 
in the case of Store & in the lower class neighborhood. 

Store H hese a very complete syatem of records that sre 
kept purtially by the store owner and partiaily by en accoui- 
tant. 

The profit and loss statement and balance sheets are 
presented in the correct form uith a three month total break- 
down of sales and gross profit by departments, Wages are 
aleo figured by departments and a daily customer count is 
taken. There is not too much thet is out of the ordinary 
about these records ond they would seem to be just an average 
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set of records to anyone who dida't Know the owner of Store 
H. 

Zo describe store H*s owner could take almost a book in 
iteelf. He le a very intelligent man that is widely read in 
his field and had hed many yeare of experience in the rotail 
“Qrocery. He spends a lot of his time going over hie rvecords 
and making comparisons = alsaye with the alm of getting aore 
sales and higher profit. 

Before moving into the analysis section of the thesis, 
® pause to reomphasiae the importance of eonsidcring the 
individual differences and peculiarities when making an 
analysis of a store's records is very important. In indi- 
viduel or group anelyeis, if the units or the conditions are 
not the sage or if allowances are not sade for these differ- 
enoes thon the comparisons that ore made are not valid ones. 
56, *#¥en though it will complicete matters considerably, the 
reader should take note of these individualities when reading 
the analyeis. 
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Part II - analysis of Record Keeping Syetem 

In this section on analysis of record Keeping systoma, 
the problem wili be approached from two points of view. 
In the first part, comparison will be mnde of the individual 
stores’ record keeping syatem to a twoefold standard des- 
cribed below to find out just shat inforuation they are giv- 
ing to the store owners. Ia the second part, the stores will 
be compared to each other in « group type of analyais and 
with comperisons to nationel svereges. Then aotation vill be 
meade of how each store is progressing relative to the other 
stores of comperable size in the study. 


The Standerd 

AS was mentioned previously, this atandeard will be 
epplicable at two leyvela or oan be called a dual standard. 
The word dual here does not imply that some stores will be 
forced to meet more rigid tusts than others of equal eise. 
The distinction is drawn hore between the larger and smaller 
stores because Of the azount of det«il needed and avallable 
in the two eituations for a proper analysis isa of necessity 
aifferent. There are enougn differences betwoen the methods 
of operation in the tuo sizes of storss towaree*fe standard 
by which to judge each one separately. 

The co@penent iteme of the standerd cose from the vyari- 
ous phases of accepted accounting form and are broght toge- 


vher here to be used to make possible a complete analyals of 
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the individuel store record keeping syatem. The firet stand- 
ard will be the one that azplies to the smaller stores* and 
can be called the necessary or miniaum otanderd. The 
second standard will apply to the larger stores” and ean be 
called the ideal ateundeard, for it goes into auch more detail 
for the thorough analyais of the sore complicated larger 
stores. 

These standarde will not iavolve any numerical computa- 
tione. The odjective of this part of the enalysis is to tak 
a oritical look at the record keeping syatems of the varicus 
atlores end see how they compare to the standards that ve hav 
set up. The numerical computation will be done in the 
second part of the analysis» where the individuel stores ore 
compared with the other stores of comparable size in the 


aludy. 


The necessary or Minisum standard 
Following is an outline of the items coucidered by the 


eriter to be necessary for a complete record analysie in the 
smaller store: 

1. Sales - A complete and acourcte record should be 
Kept of sales. Departmentaiised sales recoras for the 
emailer stores ere optivnel if elge and relative value added 


warront it. Taxeble sales should be kept separate. 


1. Less than $250,000 in total grose annual sales 
2. More than $260,000 in total grose annual sales 
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& Gost of Goods S5olc + A complete record should be 
Kept here also. Adjustment for inventory changes must bo 
made for the period of the statemant or the figure is mean- 
ingless. Departmentelization le optional end should follon 
the method of handling the sales figures. 

3. Gross kergin - Should be included and the agount of 
deteil will depend on hon the sales and cost of goods sold 


figures are handiad. 


expenze Items° 

& Sages and Salaries - This figure wili include all 
money pald t© help in the store other than the owner. The 
owmer's wage will be included in the net profit colusa. 

5. Advertising - Includes all expenses for advertising. 
If ea stagp ple ie used, this should be listed separately «s 
accurately as possible. 

6. Deiivery - For those smaller stores that offer 
Gelivery vervice, there should be included all expenses rela- 
ted to this operation. 


7. Qecupancy Expense ~ Thies inciudesa all the expenses 
of occupying and using the store property. 


8. All other Expenses ~- This is the miscellaneous 
category and includes ali the rest of the expenses thet do 


not fall itato one of the previously mentioned cetegorica,. 


3. The titlea for these categories are taken from *Siupii- 
fied Record Keeping for Yood Retailers" Cooperative 
Extension Service. University of eos. Amherst, Kass. 
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9. Total Sxpense - Total of all expense items. 

10, Net Operating Profit - Taie is the asount that is 
left over when total expenses are subtracted from the Gross 
Margin. Thio is the return to the owner and to the business, 

#ll of these figures should be Kept on a monthly bacis 
and ahouid also be expressed as a percentage of total sales 
for the period. With these figures comparisons should be 
wode with stores of comparable sige by useing local and 
netional averages, to see bow the particular atore is doing 
in relation to the others. Cumulative totais should be kept 
to reflect the seasonal effects on business throughout the 
year. Comparisons should be made with the previous month's 
business to get the relationship with recent activity and 
comparisons aleo should be mede the same sonth a year ago to 
get a consistent time comparison. Cumulative-lo-dete totals 
of the various items should be compared to the cumulative-to- 
dete total of sales to reflect trends. 

In addition to these coapsrisons there are three other 
ratioe that will give the small store owner additional in- 
Bight into his business. They are outlined ae follows: 

l. Sales per man hour ~ this figure ia calculated by 
dividing the total sales for the period by the total number 
of houre worked in the store. When compared to national 
averages, this figure gives the store owner some idea of the 


labor efficiency. 
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2, Inventory Iurnover - For the saaller store that 
dosen't departaentalize thie figure can be calculated for | 
the store ae a whole. It ie found by dividing the cost of 
goodea sold figure ty the average inventory value. This 
figure gives the store owner an idea of how fast hie pro- 
ducts are aoving off his shelves. 

S- Dolier Sules per Square Foot of Selling Space - 

Thies figure ie calculated by dividing the total sales for the 
period by tho total oumber of square feet of selling space in 
the store. It is usually calculated on a weekly basia. It 
ie another good indicator of product movement and is used 
most effectively when sales are departmentalized. 

énclosed is an outiine of the form for keeping records 


using the ainiaum or necessery atandard. 


The Idecl Standerd 

Thie standard contains the aethod that gives a coulplete 
analysis co necessary for the efficient operation of a large 
store. It iz oublined as follows: 

le Lees - Thie 1a the total of all the esalea made by 
the etore for the period. The figures should be broken down 
by product groups = tue breekdown la at the dlecression of 
bhe store owner. Also texable eales should be kept oepar- 
ately. 

2 Cost of Goods fold - 4 total figure for the atore 
should be kept and also totale for the departaents thet are 
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TASLE V 


Form For Record Keeping Using the Kinimum or 
Necessary Stendard 


FOR THES SONTH OF i9 


Dollar Percant of 
Amount Sales 


Sales 
Cost of Goods Seld 
Gross Kargin 
Expense Items 
Wages and Salaries 
Advertising 
Delivery 
Occupancy “xpense 
All other Expense 
Total Expense 
Net Operating Profit 


Gales Per Man Hour 


Inventory Turnover 


Doliar Sales Per Square Foot of selling Space 
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a 
set Up under the sales category. fhe figure alao gust be 
adjusted for inventory changes, 

3. Groes Bargin - This figure should be broken down 
by departeent. It ia an invaluable check on general depart- 
sentai markup policy. 


Expense Iteas 

4. ages - there should be a total figure kept for 
this item and aleo a figure for each department. Thie fig- 
ure will not include the owner's compensation in order to 
develop a uniform poliay for reporting this figure. However, 
if the owner has a drawing account, an allowance shaid be 


made for that. 


S. Rent - This ic the total cost for the period of ell 
rented items. 

& Utilities - Included here are heat, light, water, 
electricity, telephone and other related iteas, 

7. Supplies - for this figure are included wrapping 
paper, string, paper bage, cash register tape, janitor sup- 
plies, and all the various items of this type that are 
necessary for the operation of a store. 

&. Repairs and lieintenance = All expenses on the 
upkeep of the buildings and facilities. It also includes 
janitor services, itxcludes upkeep on delivery equipment. 

9. sdvertisi - Total of all money spent on adver- 
tising. Stemp plans can be carried as a seperate item if 
desired but should be inoluded in the category. 
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10. Taxes - This includes all taxes except personal 
income taxes paid by the owner, There is an optional break- 
down under this category of personal property and payroll 
Laxese 

il. Licenses - includes any licenses necessary for the 
operation of the store. 

12. Depreciation ~ Total of all depreciation for build- 
ing and equipmeat with the exception of delivery equipment. 

is. Bookkeeping ~ accounting and legal service. 

14. Insurance = all insurance neceesary for operation 
of store. 

15. Bank Cherges - service charges by the bank for 
bendling of accounts. 

16. Leundry - all expense of keeping necessary itens 
launderes,. 

17. Fees ond freight - cost of getting products to the 
store to cell them, Waybe broken down by departaent if 
decired, 

16. Dolivery Expense - All cost of delivering goovs to 
the customers if this service is offered. Includes mainten- 
ance on equipment and ailowance for depreciation of equipment. 

19. Jaterest ~- all interest due on outstanding notes. 

20. Sundry Expenses - ail other expenses, inciudes 
cash short, dues and subscription, donations, bad check 
charges, etc. 


21. Total Expenses - Total of all expenses. 
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22. Not Profit before Taxes - The amount left when 
total expensea are subtracted from gross sargin. 

23. Net Profit After Taxes - the preceding figure 
minus personal income texes. 

24. Other Income = all income from outside sources. 

25. Total Net Profit - Net profit after taxeoa and 
other income. 

These figures should be kept as monthly totals and ex- 
pressed as « percentage of total gross saies. They also 
should be cogpered vith stores of equal aize and national 
averages to find out the individuel store's position in rela- 
tion to other stores of cogparable size. Comparisons should 
be made with the previous gaoath's business to get a relation- 
ship with recent activity. Figuree from the same month e year 
ago should aleo be compared with to get a consistent tise 
comparison. Cumulative totals should be Kept of all the 
items to reflect the seasonal activity of the tusiness. Cun- 
uletive-to-date totals of all the items should be compared to 
the cumulative-to-date total sales to reflect trends. 

Depertuental sales, cost of goods sold, and groes pro- 
fit should be Kept and expressed aa percentages of their 
respective totale. ages should be broken doun by department 
and expresacd sw a percentage of the total eage bill. fees 
end freight may also be broke: down by department and 


expressed as a perceatage of the total. 


@37= 

There are several other ratios that may be calculated 
to give the operator of the large store further insight into 
his business. They are outlined as follows: 

1. Sales per gan hour - Thie figure ie calculated by 
Gividing the total saies by the totel number of hours worked. 
It may be calculated for the entire store or for each depart- 
ment as the operator ulshes. This is an effective measuro 
of labor efficiency. 

& OQurrent Ratio - This figure le arrived et by 
dividing the current assets by the current liabilities. This 
ie a measure of the current financial etrength of the busi- 
ness. 

S. Inventory Turnover - This figure ie calculated by 
dividing the cost of goods sold by the value of the average 
inventory. In thie case, it oan be used for both the total 
estore or for individual departwents, Inventory turnover 
dives the store owner en idee of how fust bis products are 
moving Off his shelves. 

4. jiet Profit and Net Forth - Sy this figure the 
relationship between the amount of net profit of the period 
ang the amount of money thet the omer has invested in the 
business is shown. 

5. Net forth Turaover - to find thie figure the total 
sules is divided by the net worth to find out how many tices 
the owner's original capital has turned over during the 
period. 
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6 Percent Return on Investaent - This figure is 
rather hard to calculate in the retail food store business 
due to the fact that store owners very seldom pay then- 
selves « specific salary. The figure ie the amount left 
from net profit after a fair return is given to the store 
ower. Thus, it ia the amount returned to the business ex- 
preased a8 4 percentage of the total investuwent in the duei- 
ness. 

7. Het Seles per squere foot of selling space - This 
figure is caloulated by dividing the total net sales yy the 
totel quaber of equare feet of selling space in the estore, 
on @ weekly basis. This also mey be for each department 
whieh is ea very good indicater of product movement. 

Enclosed is un outline of the form for record Keeping 
using the ideal standard. 


TABLE VII 
Form For Record Keeping Using the Ideal Standard 


PROFIT AND LOSS STAT EK RNT 
GROC ERY 
FOR THE RONTH OF 19 


Dellar Porcent of 
Agount Sales 


Seles 
Cost of Goods Sold 
Gross Bargin 
fxpease teas 
Wages 
Rent 
Utilities 
Supplies 
Repairs and Malatenance 
Advertising 
Taxes 
Licenses 
Depreciation 
Bookkoeping 
insurence 


Fees aad Freight 
Delivery Sxpenase 
Interest 
Suadry Expense 
Total Expense 
Rot Profit before Taxes 
Net Profit after Taxes 
Other Income 
Totel Net Profit 


fsebtivnnl detties fer yaad vrarr 
fers vor monthly Analysis ef rigurasUsing the 
Ideal Standard igure, Us 1 ~~ A x. 
t 
yA : 
| 8 ARB? } — ; 
eh nese ar or O ees: “ ry ereeno of “ollar 
Cee ST es ‘ uaulative to Amount 
ia, . »hecsaut $:4 oes : pA De Te are Date Tote! of 
e aoe of dw: bs F Fiesenr oh Ng a) 
tf yes ae 
sue"? | 
re $f, neta 8old a 
Ty) rT, a 5h 
Syeiae Items i 
mela Pore sist yaa F 
i Supplise - ’ ; ; Z 
/ e & Balntenance ‘f 4 


vert 


Leund 
_ eee end Freight 
‘Delivery zxpense 


: & eat 

Tob. nly sie 
een nour tom 
et Profit 

Other other, Fane? 


'o ng pee it 


ly, 08 Par Nay er, ee eee sae 
I 


Mrneot letig nines eninahanne-cnmeaveuiariattarpoa: 


-41- 
Additional Ratios for the Ideal Standard: 


Galea Doliar cent of 
Asount 


Grocery 
Beat 
Produce 
Other 
Total 


Goat of Goods Jt! Doller cent of 
Aeeved 86 £2 


Grocery 
Reat 
Produce 
Other 
Total 


Gross Hargin eee Percent of 
Awount ~~ Total 


Grocery 
Acat 
Produce 
Other 
Total 


feoast “Fetal 


Grocery 
Heat 
Produce 
Other 
Total 


Fees and Freight pebhet ercent of 
total 


Inventory Turacver 


Grocery 
Heats 

Produce 
Other 
Total 


Net Profit to Net torth 


Net Sorth Turnaover 
Percent Return on Investment 


Net Sales per aquare foot of Selling Space 


Aa the reader has probably noticed, very little emphasis 
hes been put on parts of the balance sheet as a tool of anmly- 
els of the business. While it is very true that many other 
retios oan be calculated from the data on the balance sheet, 
it is the feeling of the writer that they will not bo as 
meaningful in the anelysis of the business as the  ,reviously 
mentioned ratios. There is en almost endlews nuaber of cal- 
culations that can be made from all the data contained in 
store records, end it ls the purpose of this paper to calect 
the ones that are cf tho most velue in analysiae. However, 
the store owner may use any additional ratios that be desires 
in nis enalysle of his record keeping systen, 

Now that ao standard has been set up to use in the analy- 
sis of the individual store record keeping system, thie pro- 
cess shoulsc be oarried out with relative cease. Stores A 


through D will be analyzed on the basie of the small store 
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etandard and atores & through Hi will be analyzed on the basis 
of the large atore standard. 


Store A 
In looking at Store \'n recorda, it te foun ; 
are Kept on a monthly basis with yeorly totale, They ore not 
presented in approved accounting form, but rather they are 
kept on a single sheet in a loose leaf note book. Given 
below is e sample of ona of these sheets. 
A138 
Sonth Sales Taxable Goods Taxes Wages Supply Repelra ioe Rent late 


Sold and 
ane Utilities 


January 
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4G Can be seen, this form is very simple, but can be of 
great value to the store owner if it is used in the proper 
menner. te can teke these figures end, by applying the 
calculations recommended in the necessary standard, find out 
a great deal of inforwation concerning his business. 

In Baking a comparison betuocen this form and our stand- 
ord, tt can be found that Store A‘*s records contain all the 
neceasary information for making out a good profit and loss 
evatement. All the categories included in the accessary 
standard are kept here with gore detailed sections in some 
cases. Some of theee categories are handled in a different 
way from those in the standard and deserve mention at this 
Line. 

As ile the practice in a lot of the smaller stores, atore 
A offers @ iisited amount of credit to its customera. liov- 
ever, the thing that adde a bit of inaccuracy to Store A's 
reporting of total sales is that the credit seles «are regi- 
etered in the day's business shen the eccount is peid and 
net when the merchandise leaves the store. Thus, there may 
be a cerry over from one month's salea into the next that 
makes the second sonth look much better than the first, 

The cost of goods eola figure ie not adjusted for 
changes in inventory on a monthly basis. Therefore, there 
is a wide fluctustioa in this figure, percentagevise, that 


mokes it meaningless from the atandpoint of analysia. 
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The wages and labor figure doesn't include the owner's 
compensation whieh is o good practice to follow. 

The depreciation figure is Kept seperately and is not 
lemediately available if the figure is wanted for analyels. 
ione of the three additional ratios suggested in the stand- 
ard ere calemlated by the owner of Store A. Also none of the 
formal cosparisons with cumulative-to-date totals, the pre- 
vious moath, the some month laet year of their respective 
percentages of total sales are done under this aystea,. In 
eijliion, he does not make formal comparisons with local 
stores of comperable size or national averages. 

This is the point shere the usefulness of this fore 
sto,e. It is usei to satisfy the government for tax pur- 
j98¢8 and that ie the ead of 1t. The atore owner is 
consoltous of the fact that his total gross sales are going 
up all the time; but he has oniy a vague idea about his net 
prefrit. Store A's owner makes a few mental comparisons of 
the dollar figures for several items ac tine goos on. But, 
as far as calculating any percenteges or ration from this 
statement he does none of this «t all. Thus, he is seriously 


bempered in seeing where his business is going ia the future 


uiore B 
In ettempting an analysia of Ctore B's reoord keeping 
syotes, it must be realized that this system ie completely 


diveree from accepted accounting procedure. It is sztrenely 
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unorganized and ia begged dow: with unnecessary dstalis. To 
act Up an exemple of the forms used by Store B's ayatem then 
would be practically impossible, so a orief description will 
of them will folion, 

The main part of the records is kept in two note books - 
one for “deily pald outs” or money that hae been spent by 
the store end one for sales, droken dows iato credit and cash 
sales. These note books go into a great amount of detail to 
name the person that has either made a oredit purchase or 
received money for one purpose or another from the store. 
Monthly totels of these figures are made cnd kept separately 
on small peds. A scratch pad type of rough calculation is 
ueed to break the “expenses* down into categorics that are 
not handled uniforaly in the gainor expense sections, At the 
end of all of thie, a crude profit and loss etatemant is 


liated in the following manner: 


/ Poller Amount 
lees Gees of Goods Sold 

ixpenses 

Lator 

Taxes 

License 


Wet Profit 
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Following ie a list of the categories that are used for 


the "expense" ites: 


l. Rent 8. Taxes 

2. Truck 9. Advertising 
3. Hiscellaneous 10. Repaire 

4. Utilities ll. New Zquipment 
5S. Supplies i2. Labor 

6. Laundry 13. Depreciation 


7. ‘Insurance 

Thus, 1% cao be seen that if some order is put to those 
figures, all the essentials of a good profit and loss state- 
ment are present. In addition to this, enough informstion 
can be pulled out of this jumbled eass to do a reasonably 
G00d job of analysis. 

As was the case with Store A, some of the categories 
in the record forme are handled differently from what the 
approved accounting form dictates. So, it 1a appropriate to 
mention these differences at this tine. 

Store 5 doos about elghty perceat of its business on «a 
credit basis and follows the polioy/of not marking down the 
Sule bill till the goney is received for it as did Store A. 
Thus there could be a tremendous variation in the sales on a 
monthiy basis depending on when the Dillw were paid. 

The coset of goods sold figures were not adjusted for 
iaveatory and were Gerely the asounts paid for etock coming 
iato the store during the period. 

There was « lack of uniformity in placing some of tne 


ameller expense items between the miscellaneous and other 
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categoriss. They sesmed to bo placed wherever it was coiu- 
venient to put then. 

The depregtation figures sare Kept seperate from the 
rest. AS @ matter of fact, the information had to be taken 
from the tex form. 

The labor figures were only given as a yesrly total and 
included pert of the ouner's compensation. 

In addition, there were no calculations of percentages 
or ratios frogs the figures. This also means that the three 
additional ratios seren't calculated in this case. It also 
logically follows that the owner of Gtore B does not wake 
formel compericone with the cusulations-to-date totals, the 
previous soath, the sane month lest year or any of the res- 
~tcbive percenteges of the totale thereof. In addition he 
dees aot formally compare hie store sith other stores of 
eomperacle size on 4 local or national basis, In truth, it 
would be alwost impocsible to sake any caicuiationse from the 


figures. 


store o 
AB was previously state: tore C's owner used the Accout- 
ing Corporation of America's “Kall-le-ienday” retail food 
wlore record keeping system. This is an exeellent system 
that includes almost ail of the tools essential to do a good 
job of record analysis. Following is an outline of this 


system. 
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PROFIT AadD LOSS STAT DUSIT 
GROc SAY 


FOR THE MONTH OF 19 


Yollar Percent Cumulative Prroent 


Amount of Total of 
Sales Sales Cusula- 
tive 
Total 
Sales 


Sales 
Soest of Goods Sold 
Grose Bergin 
&xpenses 
Rent 
Utilities 
Insurance 
Peyroll Taxes 
Personnel Property 
Taxes 
Depreciation 
Peraitsa & licenses 
laterest 
Guteide Labor 
Gross Gages 
Repairs & Hainatenance 
Advertising 
Car & Delivery Expense 
Adsinistrative Expense 
Other Expense 
Total Expense 
Not Profit 


In addition to thia form, there is a monthly balange 
sheet included giving a complete rundown in the financial 
position of the firm. Also this system inciudes a Getellod | 
Statement listiog all of the transactions wade by the firm 
each month. 

AG wee the case previously, there are several differ-. 


ences in handling the various categories in the profit and 
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loss statement that should be brought to the reader's atten- 
tion. 

The Seles figures are given the following breakdor; 

Taxable Sales 
Hon-Taxable Sales 
Other Income 
Total Seles 
However, the sales are not lieted by departments. 

The cost of goods sold figure is adjusted for inventory 
changes by an approximation using the invoices. Thus, store 
C is the firat estore of the group considered so far in shich 
the cost of goods sold figures on the monthly basis can be 
used as a meaningful figure. 

Part of the owner's compensation is ineluded ia the 
grose wages figure thus diatorving it a little bit. 

In addition to this, a periodical "Managesent Cuide* ia 
included with the record forms that gives the store omer an 
Opportunity to formwally compare his store operation with the 
nationel averages of stores of compurable sige. 

AB can be seen, the “Muil-Ke-liondey”" system gives the 
owner both the gonthly totale and the cumulutive-to-date 
totels of the various tems. These figures are also expressed 
aS a percentage of their respective total sales figures. 

This form meets and surpasses the requirements of the 
miniaum or necesa@ary standard ae far as the profit and loss 
statement is concerned. The comparisons to the previous 
month and to the same month lest year are not included in this 


form as neitner are the three supplementary ratios suggested 
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in our stenderd. 

Thus, it can be seen that the owner of Store C has a 
good system that lacks only a few dstaile to give him a con- 
plete and accurate analysis of his store operation. Upon 
close examination of the situation, the missing figures can 
be found or easily celculated and stated to complete the 


analysis. 


Store D 

Store D follows Store © fairly closely in that it has a 
woll organized record keeping system; but differs from Store 
C in mot possessing ea formal accounting seystea or the azount 
ef detail contained in Store C's records. Store D's omer 
has an accountant belping him with his recorda, but does not 
have as extensive a set of records as Store C's owner has. 

Listed below is a copy of the form used by Store D's 
accountant in his profit and loss statenent. 
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Dollar Amount 


Scales 
Coat of Goods Sold 
Grogs Bargin 
Expenses 
Supplies 
Salaries 
F. sl oy Gee 
Unemployaent 
Utilities 
Repairs 
Laundry 
Advertising 
Freight 
Trash Hauling 
Taxes and Licenses 
Miscellaneous 
Insurance 
Rent 
Stamps 
Audit 
Interest 
Equipment 
Depreciation 
Total Expenses 
Net Profit 


Store D has a practice thet is unique from those prac- 
tices used in the previous stores - it departmentalizes its 
eales figures. The ealeu figures are broken down into 
Grocery, Meats, Produce, Frozen Food and Total Gales. 

The cost of goods eold figure ia not adjusted for inven- 
tory chenges on a gonthly dDasis, thus, hampering analysis 
from this point of view. 

Saieries include the proprietor's selary. The propric- 
tor io actually for the present moment a hired manager for 
hie brother who owns the store. 

A balance sheet is included with the profit and loss 


statements that are usually given to the owner every three 
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sonths. 

Store D's form will fit our standard for the profit and 
loss statement and that is the end of it. The percentage of 
the verious departmental salas figures to total sales is not 
calculated as well as the percentage of the various other 
items in the profit and loss statement to the total sales 
figures. Cumulative-to-date totals and comparisons with the 
previous month and the same conth last year along with thelr 
respective percentages of totals are aot Kept for formal 
enalytical purposes. iIn addition to thie, the three addi- 
tional ratios of sales per man hour, inventory turnover, and 
dollar sales per eyuare foot are not calaulated. Also no formal 
comparisons are made aith local stores of comparable size or 


with netional averages. 


store & 

In the analysis of the record systems for Stores = 
through H the ideal or large store standard will be used in 
making comparieone with the verious stores. These stores 
ere the larger stores in the study and aust do a more 
thorough and accurate job of analysing their records in 
order to keep pace with the ever-tightening competition in 
teday’s retail food field. 

Store E's record keeping system is in a rather disor- 
ganized condition st the present time. when the iaterviews” 


were taken for thie study, Store 5 had just chenged account- 


-54= 
ants and no one seemed to know just exeotly what was going 
on. Consequently none of the detailed monthly data vas 
evailable to either the interviewer or the store osner. The 
previous accountant didn't release any of the monthly data, 
but rather published «en annual statement of the situation of 
the business. 

Store & is operated as a corporation and it must be ke:t 
in wind that thie will have an effect on how the profite of 
this business are handled. The corporation is in reality 
Operated at a loss, but et the end of the year this lows ia 
more thancovered up by a system of freight or delivery 
rebates. Thus the owners operate as employers of the cor- 
poration but keep the profits as low as possible to avoid 
the double taxing thet corporate income aust go through. 

The record keeping system of Store & ie a good system 
thet te fairly complete with the desired details. Except for 
the fact that it is only given on an annual basis it is 
nearly adequate for the Job. There ie a complete profit and 
loses statement = an example of which will be ehown below, a 
Gom@plete balance sheet and detail sheet listing the sales, 
cost of goode sold and groes profit by departaents., Follow- 


ing 1@ an exasple of the profit and lose statecent,. 
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Annual Percent 
Dollar of 
Amount Sales 


Sales 
Cost of Goods Gold 
Gross Margin 
Expenses 
Repairs & Maintenance 
Advertising 
Bad Debts 
Administrative & Legal 
Miscellaneous 
Velivery 
Supplies 
Labor (includes owner's 
coup ensation) 
Rent 
Utilities 
Insurance 
Taxes and Licenses 
Interest 
Depreciation 
Total Expenses 
Not Profit before Rebates 
Rebates 
Het Profit 


A comparison of the profit and loss statement with that 
of the standard shows that the expense items laundry and fees 
and freight were left out but have doubtless been included 
Gleewhere in the atetement. Also the tax figures were not 
deducted from the net profit figures and other income was not 
added on. However, these are minor difficulties and do not 
seriously hasper the effectiveness of the statement for 
analytical purposes. 

The condition thet really does hamper the effectiveness 
of thia statement is the fact that it le only given on a 
yecrly basis. There ta no comparison with the previous month 


or the seme month last year or thelr respective percertages 
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to total sales. Neither can then be the caloulation of 
cumulutive-to-date totale or the comparison of cugulctive- 
to-date totals to the cusulative-to-date total of sales. 
Also there is no formal co@perison with other stores of 
similar size or national averages. When business is car- 
ried on with just an annual record, it is very easy for 
some expense to get far out of line without anyone knowing 
about it. 

One very excellent calculation that Store 5 does sake 
is on the sheet that brevks the sales down into Grocery, 
meats, produce, dairy, frogen food and notions and figures 
the coat of goose sold and the gross margin by departments 
With approximate percentages, Talis statement ise a great 
help in attempting wo localize the trouble in given depart- 
ments. However, it could be even sore effective if kept on 
@ monthly basis. 

None of the additional ratios are calculated in the case 
of Store & Also wages «re not broken down by product group. 

The fees and freight breckdown is handled through a 
system of rebates to each department thet shows up as a 
dividend for the departwant and helps make up the profit 


picture. 


Store F 
Store F hae a well organized record keeping ayetem that 


is complete and concise as far as it goes with the figures. 


Following is an example of the profit and loss statement: 


Doliar Percent 
Amount of 
Sales 


Sales 
Cost of Goods Sold 
Gross Margin 
Zxpenses 
Labor 
Delivery 
Supplies 
Rent 
Utilities 
Insurance 
Intereat 
Taxes anc Licenses 
Repairs and Raintenance 
Advertising 
Bisecellaneous 
Totel Expenses 
Net Profit Pe 
Jl 
In comparing this statement vith out standard, it is 


fouad that the expense itema - Depreciation, Bookkeeping, 
Bank Charges, Laundry, and fees and Freight are not inolud- 
ed. The depreciation figure is calculated separately in 
this case but should be included with the profit and loss 
atatement. The rest of these categories are doubtless 
inoluded under other headings in the statement. Also the 
taxes are not deducted from the net income and other income 
is not added to make up the total net profit picture. Ail 
of these osissions are of a minor nature and de not hagper 
the cffectiveness of the profit and lose statement es a 
tool of analysis. 

Sales are departmentalized by grocery, meats, produce, 


other, and total. Cost of goods soldand gross margin are 
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figured by depertaents and along with scles are calculated 
es percentoges of their respective totals. 

As bas been the case elth most of the record keeping 
aystems in thie study, thie is where the formal anslysis 
stops. This is not to say, however, that additions] analy- 
eis {a not wade mentally in some cases by the atore onners. 

Store F's owner makes no formol cofparisons with the 
provicus moath's figuree or the same woath last yeor or 
thelr respective percentages of totel sales. Alec, ha cakes 
no formal coa@parisons with cumgulative-to-deate totals or with 
cuaulative-to-date total sales or percentages of either. in 
addition, no formal comparisons are Gode with local or 
national averages of stores of comparable size. 

Wagee are not broken down by department and include 
part of the owner's compensation. 

Fees und freight ia also not broken down by cepartments 
and in fact is not included e8 4 separate expense category. 

None of the additional ratios recommended in the 


atendard are calculated by the owner of Store Ff. 


Store @ 
Store G's record keé@ping system is very complete and 
well orgeunizec. Below is en outline of Ctore G's profit 


and loes etutement. 


Sales 
Cost of Goode sold 
Gross kargin 
Expenses 
Tages * 
Rent 
Utilities 
Store Supplies 
Repaire and Hain- 
tenance 
Advertising 
Taxes fayroll 
Taxes = rroperty 
Licenses 
Depreciation 
Bookk eep ing 
Insurenee 
Bank Charges 
Leundry 
Sundry Expenses 
Ohio Sales Tax 
Cigerette Tax 
Stemp Plan 
Fiature Rental 
Fees and Freight 


Commission Freight 


Sales 
Gash sbort 
Total Uxpense 
Operating Profit 


Dollar Percent 
Agsount of 
Sales 


Cumulative 
to-date 
Totals 


@doean’t include owner's compensation 


Percent of 
Cusulative 
to-date 
to 
Cuculative 
to-date 
Totel Cales 


A® can be seen by compsricon with our standard Store 


O's profit and loss statement contains all of the necessary 


{teme with the exception of the deduction of taxes from nat 


profit and the addition of other income. Mowever, these 


pointe are of minor importance and do not Ramper the af feo- 


tiveness of the etatement for analytical purposes at all. 
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However, there is no formal expression of the comparison 
to the previous month or the same month last year or tueir 
respective percentages of totale. Also, there is no compar- 
isone with locel etores of comparable size or national 
averages. 

Sales are broken down into grocery, meat, produce, and 
total sales. The respective coot of goods and gross margin 
figures are calculated for each department. The cost of 
goods figure is adjusted for inventory charges on a periodi- 
cal basis. 

in addition te theee, an allowance for the owner's draw 
is listed separately from the labor bill. 

Wages are broken down by departments and expressed as 
4 percentage of department and total sales. 

Fees ond freight are also broken down by departments 
end expregsed as @ percentage of the department and total 
oelas. 

Inventory turnover ie iisted by product groups along 
with average weekly sales figures for the period. 

h/ soparate record is also Kept of the payments mude on 
the dotep held by the wholesaler on the store. 

_ Selpa per men hour, current ratio, net profit to net 
worth, nt eorth turnover, percent return on inaveatmat, and 
net aie per square foot of selling apace are not caloulated 


in the case of Store QG. 
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There is one drawback that seriously complicates matters. 
The time periode are of unequal length making the periods 
uncogparable. It also causes considerable trouble in the 
calculation of taxes and depreciation rates. 
Another fact to be considered here is that Store G ie 
6 new store and hasn't had time to get the proper system sot 


up yet. 


Store H 
Store H has a very excellent record keeping system that 


is kept on a monthly basie sith a three-month sales break- 
down by product group showing cost of goods sold - adjusted 
for inventory changes - and gross profit by department. 
Following is an outline of the profit and lose statement: 
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Doller percent of 
Amount Seles 


Sales 

Cost of Goods Sold 

Grose Margin 

Lees Expenses 
Wages and Salarics® 
Travel Expenses 
Telephoas 
Office Supplies 
Heat, light and water 
Supplies 
Rent Expense 
Advertising 
Tregont trading stamps 
Taxes 
Interest 
Malntenance of equipment 
Janitor Service 
Dues and subscriptioas 
Legal and accounting 
Donations 
insurance 
Miscellaneous 
Depreciation 
Zatertaingzent 
Auto Expense 
Laundry Expease 

Total Expenses 

Net Profit 


*Includes part of owner's salary 

AS a comparison with the standard shows, this profit and 
loss statement only falls down by not inoluding the tax 
deductions from net profit and the inelusion of other income. 
AS was stated previously, these are minor points and have Ao 
effect on the quality of the atatement as a tool of analysi«a. 

However, there is no formal statement of the calcula- 
tion of cugulative-to-date totals or the comparison of 
cusulative-to-date total sales. Also there is no setutement 


of the previous gonth’s business or of the same month last 
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year and their respective percentages of total sales. In 
addition, there is no formal statement of comparison with 
local etores of comparable size or national averages. 

Wages are broken down by department and expresee) as a 
percentage of total sales. 

Sales, cost of goods sold, and grosea aargin are broken 
down by gonth into groceries, meats, produce, frozen food, 
other, and total. 

Fees end freight are not broken down by product group. 

Sales per san hour, current rates, net profit to net 
worth, percent return on investment, and net sales per square 


foot of selling space are not calculated in thie case. 


Part II - Group Analysis 
The purpose of this group analysis is twofold in nature. 


It serves to make compsrisons of the various stores of com- 
perable sige in the study and to aake comparisons with these 
atores to the national averages. With thie approach a rela- 
tive picture can be gotten of how all of the stores in the 
atudy are progressing. 

The categories for the expense items in the profit and 
losc statements are governed by the categories for the 
Acoounting Corporations of America’s “Mail~-Me-londay” 
Renegement Guide. The profit and loss statement comparisons 
will be sade at three different levels: (1) the comparison 
of one store to the national averages at the $50,000 to 
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$1000,000 level of gross annual sales (2) the comparicon of 
three stores with each other and the national averages at 
bhe $100p00 to $200,000 level of gross annual sales and (3) 
the comparison of four atores with each other and the 
national averages at the $500,000 and over level of gross 
ennuel sales, Ail analysis will be done on an annual basic 
unless otherwise stated due to the extrene variation in 
activity of the various stores during the individual months. 

The comparison by use of the additional operating ratios 
will be made at two levele corresponding those of the otand- 
arda previously cet up. There is a problem that enters in 
at this point. specially in the case of the emailer etores, 
there is a definite lack of figures for accurate comparison 
of these operating ratios. Thus, the analysis is hampered 
by heaving to take figures that apply to atores of larger 
Sales volumes and trying to «djust them to fit the condi- 
tions of the emaller stores. With these conditions valid 
comparisons can be made between the stores in the study; but 
the use of national averages must be tespered to take these 
inadequacies into account. 

The first section of group comparison will be made with 
the atores used under the smell store standard of Stores A 
through D. Following is @ listing and discussion of the 


flrot two levola of profit and loss statemente: 
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TABLE Ik 


Profit and Loss Statement for Store A and National 


Averages With Pigures Expressed as a Percentage of 
Total Sales, Ohio, 1955 


Store A National 


Averages? 
Sales 100,00 100.00 
Cost of Goode Sold 83.30 64.39 
Gross Margin 16.70 15.61 
Expense Itens 

Operating Supplics 286 46 

Wagesee 4.07 3.86 

Repairo and Kaintenance 207 230 

Advertising «48 + 46 

Delivery elT e3l 

Bad Debta = 2023 

Administration and Legal -- 254 

Biscellaneous - 60 -6O 

Rent 58 1.30 
Utilities 1.08 1.07 
Insurance 015 235 
Business Taxes and Licenses -- 76 
Interest -- 213 

Depreciation - Sl 276 
Totel Expenses 5.55 0.72 
Net profit Be1d 4.09 


* Source; Kanagement Guide, Food Store Oparators, Junusry 1, 
1955 to Cotober 1, 1955, Accounting Corporation of america, 
@éIncludes gross wages and ocuteide labor 
In the comparison of Store A to the national averages 
at the §50,000 to $100,000 level, Store A is doing better 
than the national averages. The cost of goods sold figure 
for Store 4 la 1.09 percentage points less than the everage 


end this mekes the grees aargin 1125 Pereestege pointe 
higher. Those expense items that are signficently above the 


national averages ate the operating supplies and wages. The 


other items are either practically the same or lower thaa the 
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values in the national averages. Total expenees are 2.17 
percentage pointe lower than the average end net profit ia 
5.25 perceatage points higher. Thus it is obvious Store A 
hes combined efficient buying practices and diligent expense 
cutting to sove himself to a favorable position in relation 


to the national averages for compurable size eatores, 


TABLE & 
Profit and Losa Statements for Stores 8, C. and D 
and National Averages With Figures Expressed as a 
Percentage of Total Sales, Ohio, 1955 


Store Store Store National 


B Cc D Average 5% 
Sales 100.00 100.00 100.00 100.00 
Cost of Goods Sold 687.08 87,08 68.61 85.56 
Grose Margin 12.92 12.99 11.19 14.44 
Expense Items 
Operating Supplies +47 68 93 - 46 
Wagesee 3. 7924%4,09 7.79- 4.25 
Repairs and Waintenance 254 «54 65 234 
Advertising 047 72 093 257 
Delivery 251 o21 ~- +24 
Bad Debte -- -- -- «03 
Ad@iniatration end Legal ae e41 eld -20 
Miscellaneous 1.46 210 79 74 
Rent + 58 60 74 1.00 
Utilities 66 282 60 90 
Insurance » 32 «20 224 2258 
Businese Taxes aad Licenses 014 254 -- ~65 
Iaterest 
Depreciation 
Totel Expenses 
Net Profit 


@ Source: “"Managoment Guide,” Food Store Operators, Jaqu- 
ary 1, 1955 to October 1, 1955, Accounting Corporation of 
america. 

+9 includes Grosse Wages and Outside Labor 

s@e@Inoludes part of omer's compensation 

- Includes all of manager's compensation 

9 Includes @ charge for laundry and new equipment 
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In making comparisons with Stores B, C, and D to the 
national averages at the 3100,000 to $200,000 level it can 
be seen that all of the stores have cost of goods aold fig- 
ures that are higher than the national averages. Store D 
had the highest cost of goods sold figure and consequently 
the lowest gross margin of the three stores. Store D also 
has the highest sxpense total and is the only store of the 
three to be over the national averages in this case. All of 
the net profit figures are below the national averages with 
Store D again having the lowest and alzo being in minus 
numbers. 

Store D's condition can partially be explained by the 
fact that it is a new store just atarting into operation and 
thus needing a build-up of inventory and supplies that aukes 
the cost of goods sold, grose margin, and the operating 
supplies figures look bad. However, the cost of goode sold 
figure ie not adjusted for inventory changos thus throwing it 
and the gross margin figure out of balance. The problem 
that enters into the comperison here is that in the national 
averages the coat of goods sold figure is adjusted for 
inventory changes ¢nd lt is not in Store D's case. If Store 
D foilowed the policy of aaking an adjustment for iaventory 
changes in its cost of goods sold figure, there is « posei- 
bility that the two figures may be closer together. Also the 
weges figure of Store b include. the manager's ealary and the 


wage figures do not for the rest of the etores, 


-68- 

in the other two storeu the only expenes figure that is 
out of line to a great degree is the miscellaneous category 
for Store B. It is almost double the value of the national 
average figurea. Thie may be easily explained due to the 
fact that several expense items that are not inciuded in 
the categories for the national averagea are included in the 
miscellanevus category in Store B's case. 

Thus, the main problem with these three stores rests 
ia them not being able to buy at low enough rates or not 
getting proper carkx-up in all of the products they sell or 
both. If the gross margin for these three stores was in 
line with the national averages they could be making sore 
than the average oct profits. Store D may also be able to 
do this when it reaches a oormal statue of operation. 

To foilow up this compurison of profit and lose stete- 
aente the reader's attention is called to three additional 
operating ratios of Stores 4 through D as compared with 
national averages. 

TASLE XI 


Sales per Men Hour, Four Selected Ohio Retail Food 
Stores and ational Average; Total Etorea Basis, 1955 


Shore Sales per Man Hour 
§ 9.67 
14.56 
14.45 
12.74 
National Average® 20.15 


sZource: Super Market Industry Speaks - 1956 


Cons 
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4 comparison of Stores A through D with the netional 
everage showe that they ere all below it. However, ac wos 
wentioned previously thie average is for stores that Rave a 
such larger total sales volume than these stores. There ore 
ao avereges rorked out for stores this small in sige. If 
one stops end considera the problem, it is plain to! sce tnoat 
in the larger stores the personnel have sore facilities and 
gelling potential then do the smaller stores, Thus, it would 
be expected thal the sales per man hour to be lower in the 
eGeller stores as it is in this case. In other words, the 
owner of the smaller stores snd his help have to wrk harcer 
to get the same doller azount of saies as the help in oa 
larger store. 
TABLE XII 


Inventory Turnover, four Selected Ohio Retail Food 
Stores and National Average, Total Store Basia, 1955 


cvors Inventory Turnover 
A 17.02 
B 20.79 
Cc 18.23 
D 10. 44 
National Average® 21 


@source: Super Market Industry Speaks - 1956 

Again, by comparing the figures for the Stores A 
through D to the national averages one oan find that they 
are ell below the aark. This is easily explainable due to 
the fact thal the smaller stores have a oMaller gross sales 


and thus while they must carry a relatively large inventory 
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to cover the wide aumber of items available in a grocery 
store today they have a slower turnover than the lerger 
stores. In other words, the smaller atores omer Keeps pro- 
ducta on Aie shelf a longer tine than the large retailer. 
There 16 » direct correlation between high sales volume aad 
high rate of turnover. 

Another fact deserves to be wentioned at this tino. 
Inventory turnover on a total store besie can be used as an 
indicotor of how fest the products are moving off the sheives. 
However, to get down to the movement of specific items is a 
job that aust be covered either by breaking the turnover 
figures down by departeents or by using speeific space allo- 
cation etudies. Inventory turnover on the whole store basis 
can be used as a general indicator and core detsiled steps 


May be taken to localize the source of the trouble. 


TABLE XLII 


Doliar Sales per Square Foot of Seliing Space, Four 
Selected Ohio Retail Food Stores and National 
Average, Beexly Basis, 1955 


Store Yoliar Sales fer Square 
of 5 hast Space soe 
A $2.61 
B 2.44 
c 2.50 
b 1.57 
National Average? 2.27 


*Souree: "Operating Results of Food Chains in 1955* 
Harvard Bureau of Business Assearch 


In this case, three of the atores, Stores A, B, and C 
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are above the national average and one store, Store D, is 
below it. As was stated before, the average is for larger 
chain stores and our thinking aust be modified to take this 
into account. One would expect the smaller atores to have a 
higher dollar sales per square foot of selling space because 
they don't have all of the excess isle space and freedom of 
awovement that is found in the larger etores. The larger 
stores heve a lot of space devoted to the free aovement of 
the flow of treffic that the smaller atores don't have. 

Zo continue our group analysis, our point of view sust 
change from the stores covered by the necessary or siniaum 
étandard to those covered by the ideal ‘ebandard. AS was 
stated previously, the ideal standard would be used in the 
comperison of stores that had a total ensiual sales voluse of 
more than $250,000.CO or the larger stores in the study. 
This section will cover Stores £ through Hj and profit and 
lose statement comporisonsa will be made with national aver- 
ages of the £500,000 and over level of grose ennual sales. 
Tae analyeais will proceed in the same manner as it did in the 
preceding section, teking the profit and loess comparison 


first and then looking at the additional operating ratios, 
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TABLE XIV 
Profit and Loss Statements for Stores £, F, G, and 
H and National Averages with Figures Expressed as a 
Percentage of Total Gales, Ohio, 1955 


Store Store Store Store National 


g F G H Averacca® 
Seles 100.00 100,00 100.00 100.00 100.00 
Cost of Goods Gold 65.58 82.06 84.58 681.99 84,47 
Gross Margin 14.42 17.94 15.42 18.01 15.53 


Expense Iteas 
ages and Salaries®?, 9.8l= 6.218 6.760007,27°00 6,43 


Repairs & Maintenance 044 041 205 226 Pe?) 
Operating Supplics +62 e562 1.21 247 269 
Advertising 2249 1.04 2.58 1.82 1-01 
Delivery 221 037 -- 209 206 
Bad Debts 201 we 72 os «Ol 
Administration &@ Legal 227 =< «08 08 256 
Hiscellaneous 
Reat 
Utilities 
Insurance 
Interest 
Depreciation 

Total ixpenses 

Net profit 


@ Source: “Hail-He-Konday Bookkeeping and Tax Method," 
4vcounting Corporation of America, San Diega, California 

## Inoludes outside labor 

- Includes owner's compensation 
Is a corporation and receives fraight rebates by depart- 
wont that covers the loss and yields a amall profit 

#@ Includes part of the owier’s compensation 

ace Does not include owner's compensation 


In analysing the profit and loss statement of these four 
stores there is an isportant polat to be made about two of 
thes that greatly effects the analysis of their statements. 
In case of Store E, it is operated as a corporetion and will 
thus have « different profit picture than the other stores. 


The etores in the study that are not operated as corporations 
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include the owner's compensation or part of it in the net 
profit figure. However, Store 2's owner's compensation is 
tncluded in the wages anc salaries ontegory thus making the 
net profit look smaller in comparison to the others. Store 
G bas just been in operation a short period of tise and ica 
not yet reached the optimum point of operation and thus will 
00% leok os good as the other otores ae far ae profit is 
COucErnes. 

iwmoking at the cost of goods sold figures for the four 
stores, it can be seen that Store Z io the only one that ie 
enough atove the average to be considered in ahalysie and 
consequently belew the everage in grogo sargin. The oumber 
of percentage points that Store G ie above the avorage is 
email enough to be accounted for by an error in reporting 
the figures and thus will not be considered here. Store i's 
total expense is aleo higher than the average which can be 
expleined mainly by the inclusion of the owner's compensa- 
tion in the wages and oalerissa category ond the addition of 
a stemap plan in the aivertising section. A system of freight 
rebates actually sorves to ,ush up the grogs margin figure 
and cover the expenses to yield a small ast profit to the 
corporation. | 

Stores F and H ere well above the average in the grose 
margin category and even though their total expenses are 
higher than the averege; the gross margins are enough 


higher to yield a better than averoge net profit. Store F's 
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expenues are high due chiefly to the inclusion of part of 
the owner's compensation in the wages and salaries cate- 
gory; and Store H's expenses cre higher due to the inclusion 
of a stamp plan in the advertising oategory. The success of 
these stores can be attributed mainly to the managing sxill 
of their respective operators. Both omers are intelligent 
men and good retail grocers. 

Store u is practically the same as the national average 
in the coat of gooda cold and gross margin category. However 
the total expense category is shere Store G is out of line. 
In Store G'a onse the advertising expenze is higher than 
average due to the inoluslon of a etamp plen and extra -ro- 
motion at the opening of the store. Tre aiscellaneous cate- 
gory ia high due to the inclusion of several items thet are 
not listed among the expense categories for tne nationel 
averege. The remt is high vecause the figure includes come 
rented fixtures +s woll as the rent for the building. 

To complete the group analysis section under the ideal 
standard, the liet of aiditional operating ratios will be 
examined. In addition, a discuesion of departmentalized 


eoles, grees profit and cost of goods sold wili be included. 
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TABLE XV 


Seales por Han Hour, Four Selected Ohio Retail 
Food Stores and National Average, 1955 


Store Sales per Man Hour 
z $17.73 
F - wane 
G 15.56 
| ossee 
National Averages 20.15 


Source: “Super arket Industry Speake - 1956 

The comparieon of Stores Z through GO with the sational 
averages shows that of the two stores whore the figures are 
available both are under the notional average. This figure 
was found by asking the atore owner how gany hours vere 
workea in his etore curing a week. If he could not answer 
while the interviewer wes present, then oo figure «as 
reported for that particular store. Thie fact «ill explain 
the absence of thesa figures [rom the tuo moet progresaive 
stores in the group. 

Gtore £ ia below the average but has a problem in low 
sales for the ares snd facilities in the store. The help 
in Store 4 are not too aggressive and until recently the 
fixtures sere rather outdated = thus adding to the problem. 
However, with those changes in facilities and the addition of 
a little more attention to employee sales cttitude by the 
omners this figure should rise in the future, 

Store G is also below the average, but this can be 
explained by the fact thet store G has usen in operation only 
a ehort time and hae aot yet fully devéloped its potential 


ae far «8 total sales is concerned. 
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TABLE XVI 


Gurrent Ratios, Four Selected Ohic Retail 
Food Stores and Accepted Standard, 1955 


Store Current Ratio 
E 1.962 
FF —-— << 
G 272Qee 
H 13. 22) 
Accepted Standard 2.00 


® For the yszer 1955 
a%as of 1230-1955 
@ ae of 6-30-1956 

AS Can be seen by comparing these figures on current 
ratio, Store H is wall above the stenderd and Gtoree 5 and 
G ere below it mith Store G being in the lowest position. 
This figure is not reported for Store F because no balance 
sheet wae evailable for this store. Store £ is almoat up 
to the ecoepted standard and has little to worry ebout. 
Store G is renting its fixtures and is in debt for some of 
ite inventory of stock yet. It hes aot had enough time to 
get iteelf into w solid financial position. Btore H ie well 
above the accepted standard in this case and should heve no 
trouble ag far es current ratio is concerned. 

TABLE XVII 


inveatory Turnover, Four Selected Ohio Netail stores 
and National Average, Whole Store Basia, 1955 


Store Inventory Turnover 


O% mh 
~ 
oa 
= 
< 
to 


+e 
National Average 21.0 
‘%Searoe: Super Market Industry ~ 1956 


mb 

The only store that is really in trouble in this case 
is Store & Store £ ila not geting 1lts inventory to turn- 
over enough times within a given period. Thus, it is not 
fully developing its sales potential for the facilities 
that are avallabie. Storos Ff and O are neer enough to the 
average to not be in danger and Store H is high above it. 
48 was indlosted previously, Store £ is having eome trouble 
with low seles. This indicator serves to help substantiute 
this view on the subject. Inventory Turnover on a whole store 
basis which has been discussed previously can only tell us 
that there is a difficulty. A more specific type of anely- 


Sis gust bo made to locate the problem area. 


TABLE AVIIL 


Met Frofit to Net forth, four Selected Chio etail 
Food Stores and Netional averages - 1955 


Store Net Profit to Net forth 
z +905 
r —~—— 
G «50 
| 71 
Natlonal Average --- 


In this ease no national average ie available for use 
ia the analysis. Thie makes oomparison on a country side 
beeis i@posalble. Stores H and O aré in a better position 
than Store &§ berause a higner ratio should be sore dasirable 
but bow much cannot be told @ithout figures for comporison, 
Store F's figure is not available because no balance sheet 


isa available. 
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TABLE XIX 


Wet Sorth Turnover, Four Selected Ohio Retail 
Food Stores and National Average, 1955 


&tore Nev orth Turnover 
FP “ee 
G —-—— = 
H 14.29 
National Average o-- 


As in the previoua case, no nativnai average is avall~ 
able for the net sorth turnover figure. Logically, the nore 
repid the net worth turnover is the better position the 
store is in. This wuld put Storo H in a better financial 
position than Store 3 which, as has been bough oul in the 
previous diacuesion, probably is the casa, 

ZABLE IA 

Dollar Seles per Squere Foot of Selling “pace, Four 

Belected Ohlo Retail Food Gtores and National 

Average, Weekly Basis, 1955 


Btore Dollar per Square Foot 
of Selling upace 


oe 
” 4 
PY 
& 


H 
National 4veruge® 


» ‘Opereling Results of Food Chains in 1955° 
Harvard Bureau of Business Aescarch 


Theee figures help to complete the case that Store z 
is not dovoloping ite full potential from the sales point of 


viaw. Thie ia not to imply that any store that io below the 
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National average should consider that they have a wouk point 
in their business operation, This seanse that in addition to 
the figures being low, the other ratios have pointed to the 
fact that there say be a weakness in Gtore £*s salea proced- 
ure in that he is not fully developing his potentia.. 
TABLES XXAI 
Gales, Cost of Goode sold, and Gross Xargin, 
Departmentalized and Expressed Ae a rercentage 


of the Totel, and Nationel averages for Sales 
Only, Four Seleoted Ohio Retail Food Stores, 12955 


Jales Store Stere Store Store National 
= E F re) He Averages 
Grocery 62.94 46.94 63.94 “+= 56.06 
Heat 29.16 36.44 27.87 -+-- 34.29 
Produce 7.90 12 Bel9 = --~ 9.65 
T0000 mo TOO.0G “S=="-—s TG. 00 


Co'st of Goods 


nial 


Grocery 64.6] 52.30 64.01 <2 =--- 
Beat ae 38. 69 oe =o often 
Produce 7 9.0. o<n ue 
Grosas Bargin 

Grocery 53.03 33.54 63157 <--- --- 
Reat be 23 376 29 25.74 maw --—<« 


Produce 9.7 a7 «20 o<« 
TOS TOOLS WO Ss 

*Departecntelized figures for total year not evailable 

*Zource: "“Mail-Me-Konday" Accounting Corporation of 

America 
In this case, only partial figures were available for 
Store H for the year 1955 eo the figures were omitted en- 
tirely. The national averages for coset of goods sold and 


gross margin were not figured as a percentage of the total 
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and thie ere not compcrable to the figures used here, 

Thie table is a very effective tool for pointing out 
@ajor faults in the basic policies of store operations. By 
comparing the performance of the various departments, infor- 
Gation can be obtained as to specific areas in which trouble 
may Or may aot lie. By the same token, it also seems to 
tell the store owner when he is doing weil. 

In the sales section, it will be noted that Stores 5§ 
and G are above the averages in percent of total sales in 
the grocery department and below in the meat and produce 
Geparteents. Thie can be a sign of gOme difficulty. It is 
@ well known feot that the produce anc nest departacnts, 
especially produce, carry a higher markup and consequeitly 
a higher margin on every sales doller. The Food Town etudy* 
ehowes that the produce departments of the stores tested 
while doing thirteen peroent of the total sales voluse 
accounted for eighteen percent of the profit. In the same 
study the gweat departments of these stores almost held their 
own in shere of profit in relation wpercent of total sales 
done by the department. However, it is a well knoun fact 
that the Bert depertment is a good traffie puller and helps 
to hold up the totel sales volume of the store. Thus, if 
the grocer is able to imgprove his meat and produce depart- 


Beate sales in relation ot the grocery departaent sales, he 


4. Progressive Grocer’sa, Food Tom Study, 221 North La 
Selle, Chicago 1, Iilinolis 


-8le 
is putting himself in line for a higher percentage profit 
on each saleo doller. Store F's owner has succeeded in 
dcing thie and as the profit and loss statement points out 
la doing better than Store £ ond G. 

The figures in the cost of goods sold section serve to 
substantiate the case the previous section has started. The 
coat of goods figures for stores B and O are higher in the 
grocery department and lower in das) prodnce and meat depart- 
Mente then that of Store FP. This would obviously point to 
Lees total groce mergin in the tuo departaonts that will give 
a higher percentage gross mergin per sales dollar. If the 
eost of goods figures sere higher perceatagewisce for meat 
end produce, it would mean that more of these items xere 
being bought for sale and thus creating the possibility for 
& higher total gross sargin. 

It le not the ides hsre to croate the impression that 
the grocer should have o very high percentage of hie sales 
in the meat and produce departments, owever, it aust be 
pointed out that these teo departsents mould be kept in 
balanee, sales wise, with the grocery departmeat ao thut 
some Of the low profit items thet aust be oarried in the 
grocery departeent cen be offset by eome of the nigh profit 
items ia the other two departments in order to return a 
reasonable rate of profit to the store aa a vhole,. 


The groes mergin figure serve te seal the argunent. 
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Store F gete 66.46 percent of its total grose mergin from 
meat and produce abile Store £ gets only 46.97 percent and 
Store G 36.49 percent. This serves to point out that Store 
FP bas a better belance between tho various departments that 
in turn returns a better profit for the store ae a whole, 
fhia section serves to point out the importance of 

departwecntalizing the sales, cost of goods and grees margin 
sections. A store aay be aiesing out on quite a big sales 


potential end not even know it. 


Part IV = Conelusions and Recommendations 
The purpose of this section of the thesis is to bring 


together from the other sections the weak points in the 
variove store record keeping systems and to make scone 
recommendations as to what to do to overcome these diffl- 


culties. 


gtore A 
Store A's record keeping systes ico adequste from the 


point of having all of tne doller figures for the various 
categories. The store is not depertaantalized because it 

io too small to do se. The problem here ia tuo fold in 
nature. Firat, the degree of miautiness of deteil used in 
the analysis aust be determined; and secondly, the number of 
comparisons that should be sade gust be decided on. A store 
the eise of Store A does aot need all of the detailed analy- 


sis that the larger stores in the group need. Mowever, the 
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omer of Store A auat be able to gst an idea of shere his 
tusineas is going in the future from ths analysie of his 
records. 
3tore B 

Store 3 has a two-sided major problem. Firat, the 
preseal record keeping system ia not in the proper forse to 
give the owner pertinent data concerning the present opera- 
tion of the store. Secondly, without the deta on the 
present condition of the store 1% ia iapossible to use the 
system suggested in the standard to try to improve atore 
operations in the future, Therefore, the attempt must be 
made to give the omer of Store B the inforaation that will 
belp big find the weaknesses in his store operation and to 
help him ieprove theese weekneeses in the future. 

Store & 

Store © has a well organized record keeping aystem that 
has tro weaknesses tiiat may have a major effect on the value 
of the systom for analytical purposes. Firet the aales, cost 
of goods cold or grose margin figures are not depart@ental | 226. 
for a store this aise, this practice leaves room for troubie 
to develop in a particuler department and to go unnoticed 
for a long period of time. secondly, Store C*e cystem only 


partially caTries out the ratio analysis that is a guide to 
store i@provement in the future. do, in thie case, the 


owner of store C should departoecoteiize and cerry his systen 
further in analysie to get all of the benefit of it for 


future isprovements of the store. 
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Store D 

There is one main problem that presents itself in the 
case of Store D. That ia that the owner of Store D does not 
carry his record keeping system beyond the collection of 
figures on the present operation of the store. There is no 
analysis of the atatements to find ways of improving the 
store operation in the future. The application of the sys- 
tem of analysis recommended in the standard should give the 
owner of store D all of the information he needs to correct 
the problems that exist and will exist in the future of his 
store. An additional minor problem that appears here is 
the fact that Gtore D guet settle down into a definite 
pattern of operation when the proper sales volume has been 
reached. This will take some time yet due to Store D's only 
being in operation for a iittle over a year nou. 

Store & 

There are several things that the ownere of Store & 
mast do to make their record Keeping system come up to the 
standard. Firat and foremost, they suet get organized with 
their new accountent end decide Just whet kind of statezents 
that they vant and the amount of detail to be contained in 
each one. Secondly, they gust realize that with a businese 
the sise of 3tore £ a monthly type of analysie is indispensl- 
ble. Third, they aust realize that the statements thay 
receive from their accountant have use beyond reporting the 
activity ta past periods. They gust learn to use the tools 
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of the etandurd to help them ia finding places to improve 
their businesea in the future. Finally, they must realize 
that come very real problems exist at the present coment 
that demand immediate attention. The application of the 
syotems recogmended in the staadard and clear, effective 
thinking on the part of tho store owners zhould solve the 
problems in time with a ainiaum of effort. 
Store £ 

The main problem in the case of Store ¥ is in the fact 
that the excellent operating statements that are presented 
to the owner are not used in formal analysie of the situetim 
to improve the store operation. With the pplication of the 
form indicated in the standard this problem should be solved 
with very little trouble. 

Another two~fold problem enters in here in a minor say. 
No balance sheet is prepared for the organization and tae 
depreciation is only figured on an annual basis. However, 
this situation could be easily rectified if condition war- 
ranted it. 

Store & 

Store U faces several problems in its attempt to arrive 
at a record keeping system that will mateh the standard. 
fireat, it aust ran out the period of initial growth aad 
arrive et a system of operation that will be stable in retum 


rather than sales volume. Secondly, store G sust get its 
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new accountant to set up the best method of handling the 
statosents that will ineure the inciusion of uniform time 
periode for theese statements. Also, the new forms must be 
leproved to include all of the pertinent data as the old one 
did. Finally, the owner of Store G gust apply the ratio 
analysis suggeated in the stenderd to give himself a picture 
of the specific weaknesses to be solved to iaprove etore 
@peretions in the future. 
Store H 

The problem thet Store H faces is one of act carrying 
out the ratio analysia as fer ae is recomsended by the stand 
ard. Store H has an excellent system that falle down only 
ia thie one case. The owner of Store H has good foresight 
but sill be aided immensely by this ratio analysis when he 
looke for plans to improve hie business in fubube.yoars. 

As a final note in thie thesio, it nould be well to 
polat up soas recommendations for store record keeping sys- 
teas in general. Thia seotion will bring owt a auabder of 
major points that aust be brought to the attention of the 
food retailers in the near future, if they do aot know thea 
alrendy, in order for them to te able to keep their posi- 
tion in terms of share of the market and rate of profit. 

The first point to be made here is thst food retallers 
gust learn to go into gore deteil in their analysis of their 
records. This does not mean that the store owners muat epend 


Gany wore hours in working sith their records. Thies aeans 
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that he aust, by the means of comparisons and ratios, go 
deeper into records of the business activity and try to find 
all possible ways to cut cost end lnorease sales volume in 
order to assure a maximum yrofit from the given facilities, 

A point of a well be interjected bere. the 
mention of maximising profit must not carry the connotation 
of increasing the cost of fo00d to the consumer sithout giving 
her some additional sersice or value for her woney. An 
importent part can be pluyed in the spreading of margins by 
s@-hasis on the reduction of Bp@tiage lose in the verious 
etores. The process of Meeping rederds on spoilage loss may 
well pey blg dividends in increasing the net profit to the 
firs. 

In additicn to this, the food retaller must use his 
records more as «6 tool for planniag. In other wrdsa, be cust 
be able to project the figures from the records to get some 
idea of where the businese will be ia the future. 

This fact substantistes the need for a simple but crit- 
ical method of analysis of records. ihe form wust not be 
too tine consuming in detail but must be able to tell the 
etore operator, quickly, effectively, end scoonomicaliy, juat 
wheres hie strengths and weakneases ore. The system proposed 
in thie theels is designed to do this. 

All this work in analyeie gould be wasted if these 


recommendations for changes to improve the store operation 
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were not followed through and put into action. In other 
words, the store omers gust take the findings of the analy- 
sis and make changes to improve the weaknesses and try to 
Keep taking edvantage of the strengths of the buainesc. 

Following in dine with this, comparisons aust be sade 
with stores of comparable sales volume ang national everages 
to got a picture of how the individual store operator 
matches up with the rest of the stores ite awn size. This 
is not to suy that the retuilera should strive to seet the 
everage and ac more, These nationel everages should be used 
as guide posts and indicetors of troutle if the store is too 
far out of line with thes, They merely will show how good 
the averege is but serve a good purpose in helping the food 
retailer to orient himself ae to whet progress his etore is 
moking. 

Finally, the previous statements lead to the fact that 
the store manager gust realize that the aanagement function 
must be carried out in nis store. It cust be wade separate 
and distinct from the Gaily routine. The store owners must 
reulize that the work of planalng, orgunizing, and control- 
ling in the store operation ie very important. Too many 
store owners epend too much time with the littie deteile tha 
their subordinates could handle and too little time in find- 
ing out just where they will be in future years and how they 
will be getting there. The etore ownere guat iecrna Ww run 


the business aad aot iet the busiavau run ties. 
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For this study, eight retail food stores, four in 
Marion, Ohio varying in total annual sales volume from 
$6, 000,00 to $145,000.00 and four in Columbus, Ohio 
varying in total Anning! sales volume from $460,000.00 to 
$1, 500,000.00, were selected. Information was desired as 
to wnat kind of records that were being kept and how their 
analysis was being used in pointing up the strong and weak 
points of the business. This information was collected in 
one of a series of three or more intervieus Sereach store, 
designed to yield the complete data in the store records 
for 1955 and 1956-to-date of the interviews and other per- 
tinent information concerning store management practices 
that would be useful in a complete record analysis. 

The objective of this study is to establish a set of 
principles of good record keeping and a form for the 


retail grocers to use in analyzing their records in search 


record keeping systems, eir use in the 


operation of the business and any peculiarities that 


(would effect the analysis were listed. 


stores were compared with each other and national averages; 
then, conclusions and recommendations as to the weak points 
and general methods of correction were made. 

In general, it was found that fairly complete and 
accurate records were kept in all cases. However, there 
was a wide divergence in the form used and the organization 
thereof. There was also a wide variation in use of the 
records in analyzing the business. In addition, there was 
little follow through used by the store owners in picking 

by use of the record systems 

out the weak points/and then going ahead and taking measures 
to correct them. The major fault predominant in all cases 
was that the record keeping systems did not go into enough 
detail in projecting the analysis into the future for use in 
planning improvements in the business. The standards were © 
devised with the thought in mind of correcting the before 
mentioned weaknesses. In conclusion, the effort was made to 
distinquish the store managements’ function from that of the 
routine daily work and to emphasize the importance of the 
management function in assuring the continued improvement of 


the individual businesses. 
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